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(2) a factor of 1/4 percent of a general hospital’strended reimbursable 

inpatient operating cast asdefined in settion 86-1.$4of this Subpart, shall 

be allocated to costs of general hospitals for technologyadvances, provided, 

however, this allocation shallnot apply for the periodsApril 1,1996 
through March3 1,1999and M Y  1,1999 through March 3I 2000; 

(3) a factor of 1/4 percent of a general hospital’s trended reimbursable 

inpatient operating cost asdefined in section86-1.54of this Subpart shall 

be allocated to the costs of general hospitals forincreasexi activities related 

to quaicy assurance and patient discharge planning and 

(4) the balance of the one hundred and thirty million dollars after 

deducting the dollar valueof the allocation specified in subclauses( I  ), (2) 

and (3) above shall be allocated to costs of general hospitals basedon the 

ratio of each general hospital’s 1985 costs incurred in excess of the trend 

factor between 1981 and 1985 in thefollowing discreteareas, summed, to 

the total sum of such cost overtrend of all general hospitals appliedto such 

balance: malpractice insurance costs, infectiousand other waste disposal 

costs, water charges, direct medical education expenses, working capital 

interest costsof hospitals that qualified for distributions pursuantto section 

86-1.36of this Supart, costs of distinct psychiatric units excluded from the 

case based payment, and ambulance costs. For the purpose of this sub-
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provided tobeneficiaries of titleXVIII of theFederal Social Security Act and excluding direct 
medical educationcosts. 

effectivejanuary1,1991throughMarch31,1995andeffectiveonanafterapril
1996, $33 million shalt be allocated for technology advances and changes in medical practice. 
Amountsallocated toeach general hospital shall be based on afixed mutantper bed determined 
by multiplying thenumber of certified inpatient beds for each general hospitalasof June 30, 
1990 by the resultof dividing the$33 million by the sum ofthe certified inpatient beds for all 
general hospitals. Provided, however, thisallocation shall not applyfor the periods April 1,1996 
throughMarch31,1999andJuly1,1999throughMarch31,2000 

(c) $26 million shall be allocated tocosts of general hospitaIs inbasedon the costs incurred 
excess of thetrend factor between 1985and 1989in the following discreteareas infectious and 
other wastedisposal costs, universal precautionsworking capital interestcosts,costs for 
asbestos remod, of low osmolality contrast medic, malpractice costs, water and sewer 
charges, ambulancecosts, service contracts, prostheticand orthotic &vices and costs related to 
designation asa trauma center and contracted nursingservices. 

(1) If the 1989 costs incurred in excess of the trendfactor between 1985 and 1989 summed 
for each discretearea for all general hospitals is greater than or equal to $26million, the$26 
million shall be allocated to costsof generat hospitals basedon theratio of each general 
hospital's 1989costs incurred inexcess of the trend factor in such discreteareas,summed, to the 
total s u m  of such cost over trend of all general hospitals. 

(2) If the 1989costs incurred in excess of the trend factor between and 1989 summed 
for all general hospitals is less than$26 million,the allocated costs to each general hospital 
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(DRGS) 473,483,540,  701-716 and 79e-eo1. 
(b) $63 million shallbe allocated to general hospitalsfor labor 

adjustments. Such amount shall be allocated as follows: 
equalto $95 million shall bas allocated for labor cost(1) An amount 

increases incurred priorto June 30, 1993. amounts allocated to each general 
hospital shall be basedon the general hospital’ssham of the statewide total 
of inpatient and outpatient reimbursable aperatingcosts based om 1990 data 


to inpatient servicesprovided to
excluding costs related beneficiaries of 

title xviii of the Federal Social Security Act
medicare and excluding direct 

medical education coats, as determined pursuant
to section 86-1.54 (9) (3); 

(2) An amount equalto $6 million shallbe allocated for labor 
adjustments to general hospitals located in the countiesof Ulster, Sullivan, 
Orange, dutchess putnam R o c k l a n d ,  Columbia, Delawareand Westchester,. to 
account for prior disproportionate increases in unreimbursedlabor costs. 

Each general hospital determined pursuant
to this subclause shall receive a 
portion of the$8 million equal to the generalhospital’sportion of the total'' 
inpatient and outpatient reimbursable
operating costs baed on 1990 data for 
all hospitals located in thecounties identified pursuant to this subclause, 
excluding cost6 relatedto services	provided to beneficiaries of title XVIII 


Act
of the' Federal social Security medicare and excluding direct medical 
education costs,a8 determined pursuantto section 86-1.54(3)( 3 ) .  

(c) $55' million shallbe allocated for increased activities relit& to 
regulatory compliance universal precautionsand infection control related to 

A I D S ~ ~tuberculosis, and other infectious disease= including the training of 
employees with regardto infection control,and for infectious and other waste 
disposal costs. A fixed amount per be$ shall be allocated to the costsof 
each general hospital basedon the totalnumber of inpatientbeds for which 

each hospital is certified however this
as of August 24, 1993. provided 

'allocation shall not apply
for the periods April 1,1996 through March31, 
1999 andjuly 1. a999 throughmarch 11. 2000 

(d) An amount equalto $3 Inillion shall be allocated to the coatsof 
each general hospitalin the following mannerand which meet the following 
criteria: 

(1) $250 per bed shall be allocated to the costsof each general 
hospital having less asthan 201 certified acute care beds of August 24, 1993 

aand classified as rural hospital for purposes of.determining payment for 
inpatient servicesprovided to beneficiaries of title xviii of the Federal 
Social SecurityAct medicare since the hospital is located in a rural area 
as defined by Federal law (see 42 U.S.C. section 1395ww(d) (2) (d)or defined 
by Federal law (see 42 U.S.C. section 1395 ww(d) (2) (dl or defined as.a rural 
hospital underaction 700.2 (a) (21) ofe+:
3-
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(1) Hospital-specific non-Medicare reimbursable operatingcosts shall be the 
hospital's 1987 reimbursable operatingcosts trended to the rateyear pursuant to section86-1.58 
of this subpart including anyadjustments made pursuantto section 86-l.S2(a)(iii)O(iv), and (v) 
of this Subpart but excluding the followingcosts: 

(i) Medicare costs asdefined in subdivision (c)of thissection includingany costs 
of a Medicme patient'sstay paid for by or on behalf of a secondarypayor; 

@) L C  costs as definedin subdivision(d) of thissection; 

(iii) exempt unitcosts asdefined in subdivision(e)of thissection; 

(iv) transfer costsas defined in subdivision (r)of thissection; 

(v) short-stay outliercosts asdefined in subdivision ( f )  of thissection; and 

(vi) high-cost outlier castsasdefined in subdivision(0of this section. 

(vii) For rates of payment fordischarges occurringon or after April I,  1995 
through March3 1,1999 andjuly1,1999throughmarch31,2000 .the reimbursablebase year 
inpatient administrative and general costsof a general hospitalshall include reported 
administrativeand general data,data processing, non-patient telephone;purchasing, admitting, 
and credit and collection costs. Excluding providers reimbursed on aninitialbudget basis, such 
administrative and gene& costs shall not exceed thestatewide averageoftotal reimbursable base 
year inpatientadministrativeand general cusk This hitation MIbe expressed asa percentage 
reduction of the operatingcost component ofthe ratepromulgated by the Commissioner for each 
general hospital Reimbursable base?year administrative and general costs,forputposes of this 
paragraph, shallmean those base year administrativeand general costs remaining after 
application of efficiency standards 

w 
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to paragraph(aX3) of this section. The group average wageand case mix adjusted operating cost 
per discharge shallbe based on hospital-specific reimbursable operatingcostswhich shall be 
calculated as follows: 

(1) The followingcosts shall be subtracted fromthesum of the hospital's allowable 1987 
reimbursable operatingcosts trended to the rateyear pursuantto section 86-1.58 of this subpart 
and any adjustments made pursuantto section 86-1.52 (ai(I)(iiii(a), (iv), and (vxa). 

(i) Medicarecosts asdefinedin subdivision(c) of thisseetion including any costs of a 
Medicare patient's stay paid for by or onbehalf of a secondarypayor; 

(iv) directGMEcostsas defined in subdivision (g) of thissection; and 

(v) hospital-specific operating costsasdefined in subdivision(g) of thissection. 

(vi) For ratesof payment for dischargesoccurring on or &r April 1,1995 
through March 31,1999 and july 1,1999through March31,2000 the reimbursablebase year 
inpatient administrative and general costsof a general hospital shallinclude reported 
administrative and general data, data processing, non-patient telephone, purchasing, admitting,. 
and credit and collection costs. Excluding providers reimbursedon an initial budget basis, 
administrative and genera1 costs of total reimbursable baseshall not exceed the statewide average 
year inpatient administrative and general costs, This limitation shall be expressedas a 
percentage reductionof the operating cost componentof the rate promulgatedby the 
Commissioner for each general hospital. Reimbursablebase year administrativeand general 
costs, forpurposes of this paragraph shall mean those baseyear administrative and general costs 
remaining afterapplication of all other efficiencystan- including, butnot limited to, peer 
group costceilingsor guidelines. 

(2) The hospital-specificportion of the $40 million base enhancement specified in section 
86-1,52(a)( l)(iii)(b)of this Subpart shallbe added to the costs determinedfor each hospitalin 
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Section 86-1.55 


Development of Outlier Bate@
of Payment. 

(a) Short Stay Outliers. Payments for short stay outlier
days shall be 

made at aper diem calculatedby multiplying the &ye of actual lengthof stay 
below the short stay thresholdthe short stayby per diem rates defined in 
this subdivision. The short stay per diem rate shallbe determined by 
dividing the hospital'sdrg case-based rateof papent determined pursuant to 
section 86-1.52(a)(1) by the hospital’sgroup average arithmetic inlierLO6 
for theDRG and multiplying the result by the short stay adjustment factor of 

150 percent. For rate periods April 1, 1996 through March 31, and July 

3,  1999
31. 2000 theshortstayadjustmentfactorshall be 100 
percent. In case8 wherethe group average arithmetic inlier lengthof stay 
for theDRG is equal to one, the short stay adjustment factor shall not be 
applied. Budgeted capital coats determined pursuanttu section 86-1.59of 
this Subpartshall be ad*& to the per diem. 

(b) Long-stay outliers. Payments �or long stay outlier days shall be ' 

made at a per diem rate calculated by multiplyingdays of the actual 
length of stay in excess of the long stay outlier thresholdby 60 percent of 


by dividing the group average
the per diem obtainad drg operating cost per 

discharge! defined insection 86-1.54 fb) of this subpart by the hospital's 

group average arithmetic inlier length
of stay furthe D m .  For rate periods 

April
1,through
1996 March 31, 1999 @ 1. 1999 31. 2004, 
50  percent of the per diemshall be used in the calculation. This result 
shall be multiplied bythe percent for the group average reimbursable 
inpatient operating coat deterrained pursuantto section 86-1.53 of this 
Subpart. These payments shall include a health care services allowance of 
-614percent for rateyear 1994 and .637 percent forthe period January1, 
1995 throughjune 3 0 ,  1995 of the hospital's non-Medicare reimbursable 
inpatient coats computed without consideration of inpatient uncollectible 

section
amounts and after application of the trend factor described in86

1.58. 


(1) For the period April
1, 1995 throughdecember 31, 1995, a 

health cage services allowance
of 1.42 percentof the hospital’snon-Medicare 

reimbursable inpatient-costscomputed without consideration of inpatient 

uncollectible amounts and after application of the trend factor described in 

section 86-1.58; and 


(2)  For the period January1, 1996 throughmarch 31, 1997, a 
health care services allowanceof 1-09percent ofthe hospitals ann-Medicare 

reimbursable inpatientcoats computed without consideration
of inpatient 
uncollectible amountsand after applicationof the trend factor describedin 

section 86-L58.614 percent for rate year 1994 .637 percent of the rate 


1995 hospital’s non-Medicare reimbursable-inpatientcost8
year computed 

withoutcnofinpatientuncollectibleamountsandafterapplication 

of the trend factor described in section 86-1.58. 
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8 6 - 1 . 5 9  Capital expense reimbursementfor DRG case based rates 
of payment. Capital expense shall not include capital expense 
allocated to exempt units and designatedAIDS centers. 

(a) The allowable costs of fixed capital (including but not 

limited to depreciation, rentals and interest
on capital debtor,. 

for hospitals financed pursuant
to Article 2.8-B of the Public 
Health Law, amortization in lieu of depreciation, and interest 
and other approved expenses associated with both fixed capital 
and major movable equipment) and majormovable equipment shall, 
with the exception noted in subdivisions (9), (h), (i) and 
(j) of this section, be reimbursed basedon budgeted data and 
shall be reconciled to total actual expense for the rate year and 
shall be determined and computed in accordance with the 
provisions ofsections 86-1 .23 ,86 -1 -24 ,86 -1 .29 ,86 -1 .30  and 86
1 . 3 2  of this Subpart. In order for budgeted expensesbeto 
reconciled to actual: 

(1) Rates of payment for general hospital shall bea 

adjusted to reflect the dollar difference between budgeted 


in
capital related inpatient expenses includedthe computation of 

a
rates of payment for prior rate period and actual capital 

related inpatient expenses for the same prior rate period. For 
rates commencing April1, 1995 through March31, 1999- july 1.  

march 31. 2004, if a factor for the reconciliation 

of budgeted to actual capital related inpatient expenses for
a 

prior year is included in the capital related inpatient expenses 

component of rates of payment, such component shall be reduced by 

the difference between the applicable reconciled capital related 

inpatient expenses forsuch prior year, and capital related 

inpatient expenses for such prior year calculated based
on a 

determination of costs related to services provided to 

beneficiaries of the TitleXVIII federal social security act 

(Medicare) basedon the hospital's average capital related 

inpatient expenses computed
on a per diem basis. 


(2) This amount shall be adjusted
to reflect increasesor 
decreases in volume for the same rate period. 

( 3 )  Capital related inpatient expenses included in the 
computation of payment rates based on budget shall not be 
included in the computation tion of 

TN 9 ;3 6 . . . ' . - - r r 3 1;v L2.l Oat- 0 6  
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(3) Allocationto payments for transfer patients and short-stay patients. Budgeted capital 
costs shallbe allocated to payments for transferred patients and short-stay patientsbased 
on estimated non-exempt unit non-medicare days reconciledto actual rate year days. 

(f) Payment for budgeted allocated capital costs. 
(1) capital per diemsfor exempt units and hospitals shallbe calculatedby dividing the 

allocated non-Medicare capitalcosts identified in paragraph @)(X) of this section by the 
1985 exempt unit days, reconciled to rateyear days,and actual rate year exempt unit or 
hospital approvedcapital expense. 

(2) Capital payments forDRG casebased rates shall be determined by dividingthe 
*budgeted capital allocatedto such rates by the hospital’s most recently available annual 
non-Medicare, non-exempt unit discharges 
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(g) Effective April 1,1995 through March 31,1999 andjuly 1.1999 through march 31,
2000the capitalrelated inpatient expensecomponent of the rate shall be basedon the 
budgeted capital related inpatient expense applicable to therateyear decreased to reflect 
the percentage amountby which the budget for the applicablebase year's capital related 
expense exceeded actual expense. 

(i) 44% of major moveableequipment 
(ii) staff housing. 
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(iii) A bad debt and charity care allowance, a health cared m allowance 
and a financially distressed allowance asdetermined pursuantto the provisions of 
section 86-1.65 of this Subpart. 

(d) Rates of Payment for Acute Care children’s Hospitals. Hospital 
services providedto non-Medicare patients in acutecare children’s hospitals shallbe 
reimbursed on a diagnosis-related group basis composedof: 

(1) 1994 reimbursable operatingcosts computed on thebasis of the 
hospital’s reimbursableoperatingcosts asdefined in paragraph(a)(4) of this Section 
and statistical data for the same period. The base year Medicare shareof these costs 
will be removed in accordance with paragraph(a)(5) of this section. The non-
Medicare hospital operating costs shallbe e n d e d  to the rate year pursuant to section 
86-1.58 of this Subpart and further adjusted for changes in volumeanti ease mix 
from the base to the rateyear usingtotal reimbursable non-Medicarecosts and 
statisticsof thehospital pursuant to section 86-1.64 of this Subpart. The DRG 
specific operating cost component shall be computed utilizing one-hundred percent 
hospital specific reimbursable costs with no adjustment for longstay or high cost 
outliers pursuantto Section 861.54(f)(1) and (3)of this Subpart. 

(2) The acutecost component computedon the basis of budgeted capital 
costs allocatedto the inpatient pottion of the hospital pursuant to the provisions of 
section 86-1.59of this Subpart, divided bythe budgeted discharges and shallbe 
reconciled to total actual expenses and discharges; 

(4) A health careservices allowance of .614 percent for rate year1994 and 
.637 percent for rate year 1994 of the hospitals’ non-Medicare reimbursement 
inpatient costs computedwithout consideration of inpatient uncollectible amounts 
and after applicationof the trend factor describedin Section 861.58. 

(5) Discrete long stay and high cost outlier ratesof payment shall not be 
paid. 

(6) For rates of payment for the period April 1, 1996 through July3 1, 
1996, the operating cost componentof rates of payment, excludingany operating 
cost components relatedto direct and indirect expenses: of graduate medical education 
for Acute Care Children’s Hospitalsasdetermined pursuantto this paragraph shallbe 
reduced by596,for the period August 1,1996 through March3 1,1997 shall be 
reduced by 2.5% and for the periodApril I I 1997 through March 3 1,1999 and july 
1,1999 through March 3march31,200 the operating cost componentof rates of payment, 
excluding any operating cost components relatedto direct and indirect expenses of 
graduate medical education, shallbe reduced by 3.33%to encourage improved 
productivity and efficiency. 


